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Executive Summary

The COVID-19 pandemic and Russia’s war on Ukraine both affect local and
regional development in the EU and increase regional disparities. This is despite
swift responses by EU policy makers and substantial support measures. In many
cases centrally designed support does not fully match vulnerabilities and needs at
local and regional level.

While the pandemic has showcased the importance of nuanced territorial policy
making, policies underpinning the recovery have largely weakened place-based
decision making and involved local and regional players less. Overall, it seems,
the active involvement of local and regional authorities in the design and
implementation of EU is declining. Insights on local and regional diversities,
needs, vulnerabilities and potential, as well as capacities to mobilise relevant
players risk being side-lined to benefit faster decision making. This makes it more
difficult to ensure that policies address Europe’s territorial diversity in a
meaningful way, make use of place specific potential and address place specific
development challenges. More involvement of local and regional authorities in
policy design and implementation would be beneficial.

Territorial impacts of the crises

Both the COVID-19 pandemic and the war in Ukraine affect regions in the EU
differently and both risk increasing regional disparities and bringing challenges
for cohesion in the EU.

The COVID-19 pandemic shows a rough North-South pattern which increases the
disparities resulting from the 2008 financial crises. Looking at just the economic
impact in 2020, Italy, large parts of Spain, many French regions, as well as regions
in Greece, Portugal, and Austria faced the highest levels of restrictions and decline
in regional gross value added (GVA).

The war in Ukraine on the other hand shows a rough East-West pattern. From
Finland in the North to Greece in the South, almost all regions along the eastern
border of the EU and in Czechia have high sensitivity, while only a few areas in
the other countries do.

Both the pandemic and the war in Ukraine have led to disruptions of global supply
chains leading to shortages of products and increasing prices. During the
pandemic the most prominent examples were medical equipment. The war in
Ukraine affects agricultural products, but also materials necessary for industrial
production, such as palladium and neon (European Commission, 2022b).



However, in both cases a wide range of other goods have also experienced
disrupted supply chains.

Going beyond these rough geographical patterns, in both cases people and
households with low income or at risk of poverty are more affected than higher
income groups. Furthermore, it also appears that the tourism industry and tourist
destinations are taking a particular hit. For many tourist regions the war could
mean the recovery and upswing expected for the 2022 summer season is at risk.

Both crises teach us the importance of resilience and capacity to act in the face of
unexpected events. Differences in territorial capacity to absorb (mitigate), adapt
and transform explain why some places are more resilient than others.

Case studies — adjustment of regional economies
Nine case studies illustrate the impact of the pandemic on local and regional
economies.

Reduced consumer expenditure in the retail and the gastronomical sectors due to
COVID-19 restrictions has normalised across the EU, though the closely
associated tourism sector has not yet recovered. Several case study regions (e.g.
the Azores, Andalusia and Prague) are strongly reliant on tourism for employment
and income. Despite seeing strong recoveries, particularly in 2021, the number of
tourists remains significantly lower than pre-COVID-19. Regions have begun to
reduce their reliance on tourism with strategic new developments. For example,
Andalusia has a new industrial policy to diversify from agricultural production
and tourism, and in the Azores, the Azores Space Strategy seeks to promote the
islands as an aeronautics hub.

Initially, the pandemic also meant supply chain disruptions leading to economic
turbulence, particularly in globalised regions deeply embedded in manufacturing
chains (such as Bavaria or VVorarlberg). These impacts seem to have persisted due
to the war in Ukraine, with supply chain disruptions continuing to affect their
economies. Tied to global supply chain disruptions are inflationary pressures,
which are particularly strong in East-Flanders.

Unemployment persists as a pronounced impact of COVID-19 in the case study
regions and cities. While unemployment rates appear to have decreased since
2020 across all these regions due to the stabilisation measures, some such as
Gothenburg, see persistent unemployment especially among more disadvantaged
groups. This mirrors findings of the previous case studies.




EU policy responses

The EU policy responses to the COVID-19 pandemic have been largely welcomed
and appreciated, addressing immediate needs during the first phase of the
pandemic and the recovery process.

However, their importance varies between countries. National Recovery and
Resilience Plan (NRRP) allocations and, consequently, their impact on member
state economies differs across the EU. Five member states - Bulgaria, Croatia,
Italy, Greece, and Romania - will receive NRRP allocations of more than 10% of
their GDP. Overall, member states have prioritised investments and reforms with
primary objectives in two major policy areas: the green and digital transitions.
The green transition is the most supported area in all member states, accounting
for no less than 30% in all the plans. Digital transformation is the second most
supported policy area in the vast majority of NRRPs. All but two plans allocate
less than 10% to ‘social and territorial cohesion’ as a primary objective of
investments, although the share is much higher (30% on average) if investments'
secondary objectives are included. NRRP documents show that these priorities
mostly envisage territorial investments, which require a strong involvement of
local and regional authorities for their success.

However, the involvement of local and regional authorities in the preparation
process has generally been low. It has mostly been a ‘ticking boxes’ exercise,
rather than a consultative and preparatory framework to develop investments and
reforms. This issue is confirmed by other studies. The lack of involvement of local
and regional authorities risks undermining the effectiveness and efficiency of the
Recovery and Resilience Facility (RRF) since most public investments in the EU
are at local and regional level, especially for green investments.

In addition to the effectiveness of RRF implementation, a lack of involvement of
local and regional authorities might harm the principles of partnership and
subsidiarity. Indeed, in most NRRPs, local and regional authorities are considered
final beneficiaries of investments and reforms but not fully engaged in
elaborating, managing and monitoring implementation and procedures. This
could lead to the ‘de-empowerment’ of local and regional authorities and to
recentralisation.

Furthermore, many NRRP investments coincide with Cohesion Policy strategic
objectives. Without appropriate multilevel governance and institutional
coordination, the risk of overlapping and displacement is very high.

Finally, measures approved in the framework of the COVID Response Investment
Initiatives (CRII/CRII+) involve a redistribution of resources from long-term



objectives, such as fighting climate change, to more short-term aims linked to the
pandemic. This redistribution, coupled with the possible displacement of
resources due to the RRF, could have a negative impact on the efficacy and
relevance of Cohesion Policy, as well as on achievements of objectives for the
2021-2027 programming period.

Case studies — implementation of NRRPs

The nine case studies show generally low involvement of local and regional
authorities in the design and implementation of NRRPs, with the exception of
regions with broader legislative powers, such as Bavaria or Andalusia.

Generally, local and regional authorities in the case study regions or cities were
informed about the NRRPs along with other stakeholders, and could comment on
a first draft of the document (e.g. Bratislava, Paris, East-Flanders). This approach
does not reflect the need for transparent communication channels expressed by
the case studies in the previous report.

Some needs of the case study regions could be covered by the NRRP, e.g.
digitalisation in the Bratislava region. However, measures to compensate
structural difficulties in the health care sector were not included in the NRRP. The
Azores had already anticipated the help of the RRF and is now implementing
measures such as digitisation of the health sector and education. For Paris, none
of the needs identified in the previous study (such as more resilient housing,
security of food provision, etc.) are directly tackled by the NRRP in and around
Paris.

The case studies also show that more independent local and regional authorities
such as Bavaria, tend to have a stronger role in the implementation of NRRP
funded projects. The region of Bratislava is also expected to take part in
implementing some measures. Otherwise, the projects are more national and
managed by the state or other national agencies, e.g. in Paris. However, a more
devolved system does not necessarily coincide with a stronger role in NRRP
planning and implementation, as the case of VVorarlberg illustrates.

Outlook
The analysis leads to three policy pointers:

e Recovery funding and processes need to be steered by strategic visions
towards new development models, reflecting Europe’s territorial diversity,
taking into account local and regional knowledge, while supporting
cooperation between players.




Increased resilience of policy making requires strengthening short-term
emergency instruments, as well as reviewing and overhauling the
architecture of EU policy making to strengthen subsidiarity and place-
based approaches.

Governance capacity needs to be strengthened for the recovery and to
increase resilience, this involves strengthening multi-level governance in
European policy processes.

The conclusions of this study confirm the recommendations on specific actions
by the European Commission and member states provided in the 2021 study
(Bohme, Luer, et al., 2021). Therefore, many are echoed by this study. However,
the emphasis on individual recommendations varies:

Launch a public debate on more resilient EU policy making. To become
resilient to external shocks, EU policy making needs to be overhauled. This
iIs a long-term mission needing a wider public debate, to ensure
improvements can be introduced in the Multiannual Financial Framework
post 2028. The Conference on the Future of Europe has laid a valuable
ground to further explore public debates on EU policies, albeit with more
specific focus so that results become more concrete and targeted. This
includes broader public debates among EU, national, regional and local
authorities concerning.

Strengthen the involvement of local and regional authorities. This
especially concerns the European semester, the implementation of NRRPs
as well as a broader debate on the need for active subsidiarity in EU policy
making.

Set up a platform for administrative capacity building. Quality of
government and administrative capacity are key ingredients for effective
recovery policies and increased resilience.

Stimulate and encourage local and regional authorities to experiment,
learn from each other and collaborate. In particular, small municipalities
and regions might benefit from additional support. Empowering local and
regional authorities also depends on them becoming active and exploring
their possibilities. While some larger and stronger local and regional
authorities already do so, others might benefit from extra encouragement
or stimulation.

If the European Commission, European Parliament, the European Investment
Bank, as well as national, regional and local authorities strive to boost the
resilience of EU policy making then active subsidiarity, empowered players, a
review of the EU policy system and out of the box thinking (daring to experiment
and fail) is possible.






Introduction

This report aims to analyse the effects of the COVID-19 pandemic on
development and future perspectives for regions and cities in Europe. In light of
the war in Ukraine, the study also offers first reflections on possible impacts the
war may have on local and regional development in the EU. The report focuses
on impacts and policy measures linked to these crises, as well as recovery
measures and resilience to external shocks.

The report is a further development of the CoR studies on ‘potential impacts of
COVID-19 on regions and cities of the EU’ carried out in the summers of 2020
and 2021. This time, a particular focus is on the actual impacts of COVID-19 and
the subsequent policy measures. This includes an analysis of how EU emergency,
recovery and resilience measures (especially the Recovery and Resilience
Facility) affect regions and cities in the EU. Analysis of the impacts and effects
of recovery and resilience measures is accompanied by a follow-up of the regional
case studies conducted for the summer 2021 study.

Overall, the analysis confirms the key findings of the 2021 study on potential
impacts. The pandemic and indeed Russia’s war on Ukraine risk increasing
disparities and challenging cohesion in Europe. Furthermore, they demonstrate
that European regions and cities are interwoven in tight networks of mutual
interdependence. What happens in one place affects developments in other places.

Most importantly both crises highlight the importance of resilience and the
capacity to act in the face of unexpected shocks. Territorial variations of
vulnerabilities, sensitivities and in particular capacities to absorb (mitigate), adapt
and transform are essential to understand why some places are more resilient than
others.

Chapter 1 provides a picture of the impact of the pandemic on local and regional
development and first considerations on the potential impacts of the war in
Ukraine. In chapter 2, this is followed by an analysis of the effects of EU
emergency, recovery and resilience measures, also looking at the role of local and
regional authorities. Diving deeper into the local and regional dimension, chapter
3 presents nine case studies addressing local and regional impacts and policy
responses. Finally, chapter 4 provides conclusions, possible future policy
recommendations.






1 Impacts of COVID-19 and the war in
UKkraine on regions and cities

Wildcards underline the uncertainty of future developments. Such low probability
but high impact events cause sudden and fundamental changes. In recent years,
local and regional development was affected by two wildcards.

First was the COVID-19 pandemic in early 2020. This had severe impacts on local
and regional development, accelerating fragmentations between societal groups
and between places. It risks reinforcing existing imbalances and inequalities in
the EU.

Second is the war in Ukraine which started in February 2022. The war is expected
to have fundamental impacts on globalisation and global value chains, energy
security, the energy sector in Europe and the transition to carbon neutrality. It will
also substantially affect a wide range of other sectors including agriculture and
food processing, chemistry and manufacturing. Shortages in supply chains and
rising prices for a range of products are just the first immediately visible impacts.

Both COVID-19 and the war in Ukraine change a wide range of future
development perspectives and trends as well as their impacts on local and regional
development which will affect cohesion in Europe. This raises the question of
whether it is any longer possible and sensible to focus on impacts of the pandemic
on cohesion, as this would ignore new realities.

Still, while it is unknown how long the war will last, how it will end and the
resultant geopolitical situation, there is a considerable uncertainty about what the
future will look like. Reviewing exposure and sensitivity to these wildcards helps
to better understand their (potential) impacts on regional development.

Understanding exposure and sensitivity

Inspired by the Territorial Impact Assessment (B6hme & Besana, 2020; ESPON,
2013; Essig & Kaucic, 2017; Gaugitsch, Dallnammer, Hsiung, Holstein, Besana,
Zillmer, Kruljac, & Ulied, 2020) the analysis methodology provides a rough
snapshot of the exposure and sensitivity of European regions to COVID-19 policy
responses. Exposure and sensitivity are understood as follows (Béhme, Luer, &
Holstein, 2020):

Exposure: Reviewing different policy components, exposure is how much a
region will be affected by the policy (positively or negatively)?

= Sensitivity: How much regional development will be affected due to specific
regional characteristics and endowments?



1.1 COVID-19 impacts on regions and cities

The COVID-19 pandemic has affected local and regional development in many
different ways. Regions experienced the pandemic differently as the impacts on
the population’s health and the restrictive measures varied substantially across
Europe. Beyond the immediate effects are impacts on socio-economic
developments and GDP. Taken together, negative impacts are expected in the
short- and medium-term as we have shown in earlier studies for the European
Committee of the Regions, the European Parliament and the European
Commission (Bohme, Haarich, Toptsidou, Besana, Corbineau, & Hans, 2021;
Bohme, Lier, Besana, Hans, Schuh, Miinch, & Gorny, 2021; Béhme, Zillmer,
Hans, Hrelja, Valenza Alessandro, & Mori, 2022).

In the short-term, local and regional development were most affected by severe
restrictions and sensitive socio-economic structures. Regions potentially hit
hardest are mainly in southern Europe. The pandemic also has social impacts on
people’s wellbeing and quality of life. In many regards, the economic disruption
caused by COVID-19 threatens the most vulnerable groups of society more.

In the medium-term, the pandemic will affect local and regional development
beyond the more obvious immediate effects. Medium-term impacts will be shaped
by more durable effects on some sectors as well as structural elements, which
affect how quickly an area can recover.

In general terms, the pandemic risks reinforcing existing imbalances and
inequalities in the EU. Existing differences may also widen at lower geographical
levels between places, groups of society and people in Europe. Convergence in
the EU may be reversed. Also, at a societal level, the pandemic has brought
underlying value conflicts to the surface.

Recovery outlooks also vary considerably. In particular regions heavily dependent
on tourism might need several years to recover from the pandemic. This includes
many mountainous, coastal and island regions. Also, more remote (and sparsely
populated) rural areas might face lasting challenges such as increasing
digitalisation pressure. Many cross-border regions were heavily affected at the
beginning of the pandemic due to the closure of national borders. Although many
of these are on the path to recovery, the sudden disruption of cross-border
interdependencies left people unsettled.
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1.1.1 Emerging regional typologies of COVID-19 impacts

As evidence and statistics on the socio-economic impacts of the pandemic grow,
they are easier to analyse from a territorial perspective and identify types of region
that are more or less affected.

In our previous studies we focused on sensitivities to expected consequences of
the pandemic and this showed varied geographical synopses, which actually are
not too far off the changes in GVA and GDP we are currently observing.

A first attempt to adjust this to types of geographical region (Béhme et al., 2022)
revealed some differences between types. However, overal it showed that
geographical characteristics are not enough to explain differences in the socio-
economic impacts of the pandemic. A few findings include:

Urban-rural differences seem to showecase that urban areas display much
more mixed sensitivities, while rural areas are in the medium range for most
sensitivity indicators. However, within these figures there are considerable
variations. How much metropolitan areas are impacted by COVID-19
effects varies widely. Strongly impacted areas bounced back quickly due to
their economic structures, so harsher impacts on urban areas are followed
by a quicker recovery compared to many non-metropolitan areas.

Very sparsely populated areas with less than 12.5 inhabitants per km2
appear to have low sensitivity to most of the pandemic restrictions. Sparsely
populated areas with 12.5 to 50 inhabitants per km2 on the other hand show
comparably high sensitivity to several factors including reliance on
tourism, young people without an occupation, the share of people at risk of
poverty and the share of microenterprises.

Islands and coastal regions appear to be more sensitive to the COVID-19
restrictions than other types of regions. This is largely related to structural
characteristics, such as a high reliance on tourism for many islands and
coastal areas, which often goes hand in hand with high shares of people
working in micro-enterprises and seasonal employment. In particular, the
reliance on tourism seems to be crucial to understanding pandemic impacts
on islands and coastal regions, as coastal and maritime tourism account for
42% of nights-spent in the EU.

Outermost regions are an even more specific case. Their high sensitivity is
partly due to the high share of people working in micro-enterprises, high
shares of young people without an occupation and low-quality government.
In addition, geographical distance, as well as flight connection and supply
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chain disruptions are important factors. This concerned trade, but also
caused significant problems for essential equipment, such as protective
medical gear.

e Mountain regions are very diverse, and so are the pandemic’s impacts on
their development. The high levels of sensitivity of mountain regions
embrace broad diversity with some of these regions heavily affected by the
pandemic and others only mildly affected. Some examples concern the high
reliance on tourism in mountain regions which often comes with strong
seasonality, but also agriculture and food production has been affected by
the pandemic.

e Border regions were in many regards at the forefront of areas affected by
the political responses to the pandemic. Cross-border integration and cross-
border functional areas were put into question during the first wave of
infections in spring 2020, when some national borders were suddenly
closed. This posed, among others, considerable difficulties for employees
and employers relying on cross-border commuting. The effects of the
pandemic in border regions did not vanish once the borders reopened. Some
of the trust in seamless cross-border functional areas has been lost.

Going one step further, interim findings of a recent ESPON study point to types
of regions with strong national patterns. The typology (ESPON, 2022) is based on
unemployment, youth unemployment, at risk of poverty, territorial characteristics
(predominantly urban, intermediate and predominantly rural regions), and border
regions; and the number of COVID-19 deaths in 2020. The result is six clusters:

e The first cluster (regions with moderate consequences for at risk of poverty
with relatively low death rates) comprises the vast majority of regions in
France, Nordic countries (Southern Sweden and Finland), Mediterranean
countries (Italy), and Northern regions of Romania. Metropolitan areas are
also over-represented in this class, as are border regions, where mortality
was lower than elsewhere.

e The second cluster (regions with moderate consequences for at risk of
poverty and youth unemployment with moderate average death rates)
includes the vast majority of regions in Portugal, Germany, Czechia,
Poland, Austria, the Netherlands, Estonia and Denmark. The cluster also
includes some regions in France, Ireland and Bulgaria. The majority of
these are border regions as well. This indicates that exposure to the
pandemic risk was higher in these regions. However, these regions have
weathered the social crisis relatively well.
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e The third cluster (regions with severe consequences for unemployment and
at risk of poverty with high death rates) includes Spanish regions. These
regions were very much affected by the pandemic, especially during the
first wave. The result is a much higher unemployment rate than in other
European regions. This may have led to more people living in poverty in
the country. This cluster includes many Romanian regions, as well as
regions in Bulgaria, Latvia and Lithuania. These regions have not been able
to contain pandemic effects, particularly regarding poverty.

e The fourth cluster (regions with moderate socio-economic consequences
and lower death rates) covers Southern Romania, Bulgaria, Croatia, Latvia,
Lithuania, alongside some Polish and German regions. In these regions the
social impacts have been moderate (particularly poverty rates and youth
employment), even though mortality rates have been lower. If COVID-19
had been stronger in these regions, the effects on employment and poverty
could have been very detrimental.

e The fifth cluster (regions with moderate consequences and low death rates)
are other Spanish regions. These were very much affected by the pandemic,
especially during the first wave. The result much higher unemployment,
than in other European regions. This may have led to an increase in the
number of people living in poverty in the country.

e The sixth cluster (regions severely affected by the pandemic) comprises
regions with the highest death rates such as North Italian regions along with
border regions in Slovenia.

1.1.2 GVA changes during the pandemic

While the above typologies are still preliminary and based on various assumptions
about possible local and regional impacts, there are also first statistics that show
the change in regional economic development during the pandemic.

Earlier in 2022, Eurostat published regional data on Gross Value Added (GVA)
in 2020. This allows a comparative regional analysis of changes in the wake of
the pandemic and not just on sensitivities and impacts in Europe.

In very rough terms and without controlling for other development factors, cross-
analysing the change in GVA in 2020 with the stringency of COVID-19 related
restrictions reveals short-term economic impacts of the pandemic.

For 2020, Italy, large parts of Spain, many French regions, as well as regions in
Greece, Portugal and Austria faced the most restrictions and decline in regional
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GVA. This might be related to the important role of tourism in many of these
regions. Tourism regions in Croatia and Bulgaria also faced considerable declines
in GVA although they had comparably soft COVID-19 related restrictions in
2020.

The lowest levels of decline in GVA can be found around the Baltic Sea, as well
as in the Netherlands, Ireland, Luxembourg, Romania and some regions in
Bulgaria. In many cases this seems to go hand in hand with less COVID-19 related
restrictions. Still, this data is for 2020 only. Changes in development during 2021
and early 2022 are not taken into account.

The following sections further detail the exposure and sensitivity analysis.
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1.1.3 Exposure to restrictive measures

Places have been subject to different restrictions for different periods of time
which affects the impacts on local and regional development. As pointed out by
Sapir (2020), the strictness of lockdowns is one of three factors accounting for
most of the differences in the shocks felt by EU countries. Furthermore, as pointed
out by Bohme et al. (2020) the regional diversity of lockdown measures is
essential to understand a region’s structural sensitives (see next section).

A European-wide comparative analysis of exposure can only capture some
elements of regional exposure to restrictive measures which unfortunately do not
capture the regional diversity of exposure within individual member states. Map
1.1 is based on comparable data sets addressing different types of exposure to
COVID-19 restrictions:

e Overall stringency. The Coronavirus Government Response Tracker
(Blavatnik School of Government, 2020) shows how the response of
governments has varied daily, becoming stronger or weaker over the course
of the outbreak. The ‘stringency index’ captures how much lockdowns
restrict people’s behaviour as well as economic production and
consumption. The index covers: a) closing schools and universities; b)
closing workplaces; c¢) cancelling public events; d) restrictions on private
gatherings; e) closing public transport services; f) stay at home
requirements; g) restrictions on internal movement; h) restrictions on
international travel; i) public information campaigns. These are brought
together in a single composite index. This is the most detailed and
constantly updated information source on the rigidity of lockdowns across
Europe. The length of these measures is an average over a fixed period. The
composite index provides a systematic cross-national, cross-temporal
measure to understand how government responses evolved from 1 March
2020 to 31 December 2020.

e Working hours lost. Lockdowns and related business disruptions, travel
restrictions, school closures and other containment measures have had
sudden and drastic impacts on workers and enterprises (International
Labour Organisation, 2021). The working hours lost vary greatly between
countries. Estimates in each country provide a first indication on the rigidity
of lockdowns and how much they have varied between countries.

All this information has been brought together in an index for regions. The index
IS based two indicators, explained in Table 1.1. The most stringent and long-
lasting restrictions during 2020 were in Portugal, Spain, France, Greece and
Ireland.
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Table 1.1 Exposure index

Composition of the exposure index: short-term

Topic Exact Source Year of | Scoring Weight
indicator publication

Stringency and | Average value | Blavatnik 2020/2021 1

length of | of the | school of Each indicator has been

government stringency Government at divided into three

restrictions, index of | Oxford categories based on the

2020 restrictive University European average; Low,
measures  in Medium, and High.
the period 1 Medium  covers the
March 2020 — interval between the EU
31 December average and +/- half the
2020. standard deviation:

Share of lost | Percentage of | International 2021 . 1

working hours | lost working | Labour Low is below the lower

in the first | hours in the | Organisation threshold:

pandemic year, | first pandemic | (ILO) <

2020 year 2020, High is above the upper
cumulated for threshold:
all economic >
sectors.

1.1.4 Sensitivity

Restrictions and lockdowns in the wake of the COVID-19 pandemic have had
negative effects on local and regional development throughout Europe. However,
there are considerable regional variations for these impacts based on two factors.
Firstly, the severity of restrictions varied, which has been captured in the exposure
assessment (see above). Secondly, some economic sectors and social groups have
been more heavily affected by the restrictions than others. So, structural
characteristics affect how hard a region has been hit by the pandemic.

Focusing on the economic impacts, the Eurostat data on GVA in 2020, for the
first time enables discussions of actual changes and instead of sensitivities at
NUTS2 level. This is only a rough estimate, as it does not control for changes in
GVA caused by non-pandemic factors. Furthermore, it does not take into account
impacts not reflected in GVA, i.e. social aspects and long-term perspectives.

In any case, GVA changes during 2020 have been brought together in an index
for regions, explained in the table below.
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Table 1.2  Short term negative sensitivity — change in GVA

Composition of the negative sensitivity index: short-term

previous year

between the EU

Topic Exact indicator Source Year of | Scoring Weight
publication

Real growth | Percentage of | EUROSTAT 2020 Each indicator has | 1

rate of | change on | NAMA _10R_2GVAGR three  categories

regional GVA | previous year based on the

at basic prices | GVA European average;

by NUTS 2 Low, Medium, and

region - High.

percentage Medium  covers

change on the interval

average and +/-
half the standard
deviation:

i_ow is below the
lower threshold:

<

High is above the
upper threshold:

>

1.1.5 Conclusions

The picture of economic change during 2020, suggests that impacts of the
pandemic are worst in Southern Europe, while large parts of Northern and Eastern
were less affected.

These impacts are similar to the economic impacts of the 2008 financial crisis.
This confirms earlier findings, that the pandemic risks reinforcing existing North-
South imbalances and inequalities in the EU. Existing differences may also widen
at lower geographical levels between places, groups of society and people.
Convergence in the EU may be reversed.

Nevertheless, this strong economic focus risks ignoring social impacts of the
pandemic. The pandemic also impacts people’s wellbeing and quality of life while
the economic disruption inevitably threatens vulnerable groups of society more.
The pandemic has brought underlying social value conflicts to the surface.

Furthermore, the pandemic will affect local and regional development beyond the
more obvious immediate effects. Medium-term impacts will be shaped by more
durable effects on some sectors and structural elements which affect how quickly
an area can recover. Regions heavily dependent on tourism might need several
years to recover from the pandemic, especially many mountainous, coastal and
island regions.
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1.2 Territorial impacts of the war in Ukraine

Increasingly the impacts of the pandemic are side-lined by the impact of the war
in Ukraine. This will change a wide range of future development perspectives and
trends. Its impacts on local and regional development will affect cohesion in
Europe. This raises the question as to whether it is still possible and sensible to
focus solely on the impacts of the pandemic on cohesion, as this would ignore
new realities.

As long as it is unknown how long the war will last, how it will end and the
geopolitical situation after the war is over, there is a considerable uncertainty
about the future.

A first aggregated picture of regional sensitivities to the consequences of the war
in Ukraine shows a clear East-West divide. Running from Finland in the North to
Greece in the South, almost all regions in the countries along the eastern border
of the EU and in Czechia are highly sensitive.

Regions with medium high sensitivities are mainly along the Mediterranean,
including Cyprus, most of Italy, large parts of Spain and Portugal, but also in
Germany.

This assessment presented in Map 1.2 provides a first input to the discussion on
regionally diverse implications of the war in Ukraine. It is however affected by
the limited availability of data at regional level (for most indicators only national
data is available) and the weight given to individual indicators. The maps on the
left side show single sensitivity indicators (see also section 1.2.2), and the map on
the right side shows the aggregated picture.

The following sections specify in further detail the exposure and sensitivity
analysis.

1.2.1 Exposure to the war in Ukraine

Places have been exposed to the war in various ways. Bordering Ukraine or Russia
certainly means a different level of exposure than being in the far west of the EU.
Being a former part of the Soviet Union implies a different level of exposure and
risk as does being outside NATO. In short, various levels of exposure to the war
in Ukraine can be discussed.

However, there is one single exposure factor which dominates over all others, an
act of war on one’s own territory or not.
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Therefore, we run this first potential impact analysis of the war in Ukraine based
on whether a country is involved in the war or not. This means only Ukraine is
directly exposed, whereas all EU member states are indirectly exposed.

1.2.2 Potential negative sensitivities

A region’s sensitivity to consequences of the war in Ukraine is extremely
multifaceted and depends largely on its economic structure, socio-economic
profile and its energy dependency. For each of these we selected a few sensitivity
indicators to provide first insights:

Energy dependency. The war in the Ukraine has sent energy prices to new
heights, which particularly affects energy intensive industries. Furthermore, the
war illustrates Europe’s dependency on energy imports from Russia, especially
gas. This has been translated into four sensitivity indicators:

e Energy intensity. The amount of energy required to produce 1 EUR in
added value varies across industries. Increasing energy prices and risks of
energy shortage affect highly energy intensive industries, e.g. heavy
industries. Estonia, Poland, Czechia, Hungary, Slovakia, Bulgaria and also
in Malta have the highest energy intensity for industry.

Given the importance of energy and the knock-on effects of increasing
energy prices for the competitiveness of business and employment, this
indicator has a weight of 2.0.

e Gas imports from Russia. Europe’s dependency on imports of Russian
gas is high. Two fifths of the gas that Europeans burned in 2021 came from
Russia, making it a substantial player for EU’s energy needs (Edmond,
2022). There is an urgency to finding replacements and discussions about
stopping gas imports particularly affect countries where Russia supplies a
substantial share of gas. Among these are Germany, ltaly, Poland, Slovakia,
Czechia, Latvia, Hungary, Bulgaria and Finland. As gas imports are more
difficult to replace than oil or coal imports, this indicator has a weight of
1.0.
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Map 1.2

Regional sensitivities to the war in Ukraine — May 2022
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e Oil imports from Russia. Besides gas, Russia also exports considerable
amounts of oil to the EU. Russia is the largest global oil exporter, and the
EU is the largest buyer of Russian oil (McWilliams, Sgaravatti,
Tagliapietra, & Zachmann, 2022). This brings additional pressure to
diversify, an urgency to find replacements and a discussion about stopping
import. The most affected countries are Finland, Hungary, Lithuania,
Poland and Slovakia.

As oil imports are easier to replace than gas imports, this indicator has a
weight of 0.50.

e Solid fossil fuel imports from Russia. Russia is also an exporter of coal
and fossil fuels. Although the EU has taken steps towards phasing out solid
fossil fuels, Russia is still the main coal exporter to the EU (McWilliams et
al., 2022). In early April 2022, the EU decided to stop importing solid fossil
fuels from Russia. This mainly affects countries with higher shares of coal
imports coming from Russia, such as Bulgaria, Cyprus, Denmark, Estonia,
Greece, Croatia, Lithuania, Latvia and Poland. As solid fossil fuels are
easier to replace than gas and oil imports, this indicator has a weight of
0.25.

Economic structure. The war in Ukraine affects a wide range of economic
operators. In particular those trading with partners in Ukraine, Russia and Belarus
are affected since these value chains are very disrupted, either because of the war
or because of sanctions. Furthermore, impacts of the war affect a range of
economic sectors including agriculture and tourism. This has been translated into
four sensitivity indicators:

e Trade exports to Ukraine, Russia and Belarus. Exports to these countries
have been heavily affected by the war and sanctions. EU exports to Ukraine
totalled more than EUR 24.2 billion in 2019, mainly machinery, transport
equipment, chemicals and manufactured goods (European Commission.
Trade, n.d.-c). Several countries export to Russia, Ukraine and Belarus, and
the largest shares are for Lithuania and Latvia, with Finland, Estonia,
Poland and Hungary following (Eurostat, 2022). This especially affects
regions with high shares of exports to these countries in Estonia, Latvia,
Lithuania, Finland and Poland.

Given the importance of export to regional economies and functioning
value chains, this indicator has a weight of 1.0.

e Trade imports from Ukraine, Russia and Belarus. Imports from these
countries have largely come to a halt either because of fighting in these
countries or because of sanctions and trading restrictions. The EU is the
largest trading partner for Ukraine, with more than 40% of its trade, mainly
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raw material as iron, steel, mining, agricultural, chemical and agricultural
products (European Commission. Trade, n.d.-c). In addition, EU’s imports
from Russia are substantial, particularly for fuel and mining products, but
also for mineral fuels, wood, iron and steel, fertilisers (European
Commission. Trade, n.d.-b). It is similar with Belarus, where the EU is its
second trade partner (European Commission. Trade, n.d.-a). This affects
regions with high shares of imports from these countries, as either final
products or inputs to more complex value chains. This is the case in
Bulgaria, Estonia, Finland, Lithuania, Latvia and Poland.

Given the importance of imports to regional economies and functioning
value chains, this indicator has a weight of 1.0.

e Share of employment in agriculture. One sector which is particularly
affected by the war is agriculture. This is not only relevant for global food
supplies and imports, but also for the agricultural production in Europe, as
the war has increased costs for fertilizer, animal feed and energy. As about
30% of the world’s wheat comes from Ukraine and Russia, this puts
agriculture at risk, threatening production, challenging farmers’
employment and causing social unrest (Frost, 2022). This affects in
particular regions in Bulgaria, Greece, Lithuanian, Italy, Poland and
Romania. As with many other sectors the impacts are more granular for
particular segments which cannot easily mapped at European level.

Given the importance of agriculture and the knock-on effects changes in
this sector have on the rest of our economies and societies, this indicator
has a weight of 1.0.

e Tourism. Just as tourism recovers from the COVID-19 pandemic, the war
in Ukraine poses new challenges to many destinations. This concerns in
particular those close to Ukraine, as well as destinations with traditionally
high shares of Russian tourists. Tourists may avoid destinations close to or
bordering Ukraine for safety and uncertainty reasons (Miller, 2022), while
destinations in southern Europe, such as Italy and Cyprus have been a key
Russian tourism destination (GlobalData, 2022) Changes in bookings as
well as the importance of tourism for the regional economy particularly
affect destinations in Austria, Bulgaria, Cyprus, Czech Republic, Estonia,
Latvia, Lithuania, Greece, Spain, Finland, France, Hungary, Italy, Portugal
and Slovenia.

Given the importance of tourism for some regions, and the knock-on effects
on the rest of the economy and society, this indicator has a weight of 1.0.

Socio-economic profile. There are strong human and social impacts in the EU.

This is especially the case for refugees coming to the EU, also affecting the cities
and regions where they go. It also affects people living in the EU by increasing
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inflation, which makes life more cumbersome for the less well-off. The social
dimension has been translated into four sensitivity indicators:

e People at risk of poverty. Inflation affects all households and in particular
people with limited financial resources. Inflation has hit a eurozone record
of 7.5% after the outbreak of the war in Ukraine and sanctions on Russia
(DW, 2022), affecting not only businesses, but primarily people. As a proxy
for this the regional share of people at risk of poverty is an indication on
where in Europe inflation affects regions more. This includes Belgium,
Bulgaria, Greece, Italy, Lithuania, and Romania.

Given the high importance of declining personal or household wealth to
personal well-being and cohesion, this indicator has a weight of 2.0.

e Ukrainian Refugees. People fleeing from Ukraine need considerable
support. It is said that more than 12 million people have fled their homes,
with over six million leaving for neighbouring countries and the rest staying
in Ukraine (BBC, 2022). Ensuring support requires extra efforts from
administrations and people in the regions where they arrive first.
Unfortunately, there is no comprehensive data on where Ukrainian refugees
go. In most cases they are only registered in their first EU country of arrival.
Accordingly, regions in Poland, Hungary, Romania and Slovakia are most
affected. Outside the EU, Moldova is heavily affected. Given the direct
relevance and urgency to support refugees of war, this indicator has a
weight of 1.0.

e Ukrainians living in the region. Provided that Ukrainians living in the EU
prior to the start of the war are particularly affected and many Ukrainian
refugees are likely to ‘travel on’ to places where Ukrainians already live.
The Ukrainian diaspora was over a million at the end of 2020, with people
having residence permits (schengenvisainfo news, 2022) mainly in cities in
Czechia, Germany, Estonia, Italy, Latvia and Poland.

Given the long-term impact these people may have on the areas, this
indicator has a weight of 2.0.

e Russians living in the region. The EU has been home to a large number
of Russian citizens (Statista, 2022). With the increasing sanctions on Russia
and Russian citizens in the EU, and growing social tensions concerning
Russians, places with higher shares of Russian people are more affected by
the war. Such regions are in Estonia, Latvia, Lithuania, Austria, Czechia,
Germany, Finland, Spain, Italy, the Netherlands, Poland and Sweden.
As their relevance is considerably lower than the presence of Ukrainians,
this indicator has a weight of 0.5.
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These sensitivities have been translated into indicators for which EU-wide data is
available and brought together in a combined negative sensitivity index. This
index is displayed in Map 1.2 and shows accumulated negative sensitivity. The
value is based on the sum of the twelve individual indicators. Table 1.1 provides

the detalils.

Table 1.3 Potential negative index

Composition of the potential negative index: short-term

Topic

Exact indicator

Source

Year of
publication

Scoring

Weight

Energy
Intensity

Energy intensity
of GDP in chain
linked volumes.

EUROSTAT
nrg_ind_ei

2020

Gas imports
from Russia

Percentage  of
natural gas
imported from
Russia based on
the total million
cubic metres
imported by
each  country
and the million
cubic metres
imported from
Russia

EUROSTAT
nrg_ti_gas

2020

Qil imports
from Russia

Percentage of oil
and petroleum
products

imported  from
Russia based on
the total tons
imported by
each  country
and the tons
imported from
Russia

EUROSTAT
nrg_ti_oil

2020

Solid fossil
fuels imports
from Russia

Percentage  of
solid fossil fuels
imported from
Russia based on
the tons
imported by
each  country
and the tons
imported from
Russia

EUROSTAT
nrg_ti_sff

2020

Trade export
to Ukraine,
Russia and
Belarus

Percentage  of
trade export to
Ukraine, Russia
and Belarus at
national level,
based on total
exports and
exports to
Ukraine, Russia
and Belarus.

EUROSTAT
DS-645593

2021

Each indicator has
been divided into
three categories based
on the European
average; Low,
Medium, and High.
Medium covers the
interval between the
EU average and +/-
half the standard
deviation:

i_ow is below the
lower threshold:

<

High is above the
upper threshold:

>

0,25

0,25
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Trade import | Percentage of | EUROSTAT 2021
from Ukraine, | trade  imports | DS-645593
Russia and | from  Ukraine,
Belarus Russia and
Belarus at
national level,
based on the
total imports and
imports to
Ukraine, Russia
and Belarus.
Share of | Percentage of | EUROSTAT 2019
Employment persons LFST_R_LFE2E
in Agriculture | employed in the | N2
agricultural
sector at NUTS
2 level, based on
total employed
and people
employed in
agriculture.
Tourism NUTS 2 regions | JRC, 2020 | JRC
dependent  on | Share of | 2020
tourism  (JRC, | employment in | ForwarkdK
2020) and | the tourism | eys
affected by | sector? 2022
decrease in air | ForwardKeys,
tickets  issued | 20222
between 24
February and 9
March.
(ForwardKeys,
2022)
People at risk | Percentage of | EUROSTAT 2020
of poverty persons living at | ilc_pepsl1
risk of poverty
or social
exclusion by
NUTS region
Ukrainian Main  refugee | UNHCR UNHCR This indicator has
Refugees destinations ‘Total Refugee | 2022 been divided into
according to | influx from | EUROSTA | three categories based
country of | Ukraine in| T on quantiles; Low,
arrival (UNHCR | neighbouring 2019 Medium, and High.
2022) and | countries’ Low refers to 1/3 of
density EUROSTAT the entries with the
(EUROSTAT demo_r_d3dens lowest values.
2019) Medium refers to 1/3

of the entries with
values between the
lowest and the
highest.

High refers to 1/3 of
the entries with the
highest values.

! See also Santos, Gonzales, Haegeman, & Rainoldi (2020)

2 The impact of the Russia-Ukraine conflict on European tourism: Air Travel Perspective. Olivier Ponti, VP

Insights, Mar 2022, European Travel Commission.
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Ukrainians Total number of | EUROSTAT 2011 This indicator has | 2
living in the | Ukrainian cens_1larco_r2 been divided into
region (born) residents | cens_11cob_n three categories based
in a country on the European
according to the average; Low,
proportion  of Medium, and High.
non-EU Medium covers the
residents in a interval between the
region. EU average and +/-
half the standard
deviation:
Low is below the
lower threshold:
<
High is above the
upper threshold:
>
Russians Total number of | EUROSTAT 2011 This indicator has | 0,5
living in the | Russian (born) | cens_1larco_r2 been divided into
region residents in a | cens_l11cob_n three categories based
country on quantiles; Low,
according to the Medium, and High.
proportion  of Low refers to 1/3 of
non-EU the entries with the
residents in a lowest values.
region. Medium refers to 1/3
of the entries with
values between the
lowest  and the
highest.
High refers to 1/3 of
the entries with the
highest values.

1.2.3 Possible positive sensitivities

The war is first and foremost a human tragedy, causing immense harm for Ukraine
and Ukrainians. Its impact on local and regional development in Ukraine is
disastrous, and strongly negative also in the EU, though to a much lesser extent.
At the same time, from a statistical and economic perspective, it is possible to
detect potential positive sensitivities in some EU regions where the economy
might benefit from this changed geopolitical context. These potential positive
sensitivities are certainly not of the same magnitude as the negative ones
mentioned above.

e Military supply and weapon industry. In the wake of the war, military
expenditure is increasing in most MS Dbenefitting the military supply and
weapon industry. Military industries differ between big players, focusing
on the development of vehicles and aircraft, while many small and medium-
sized enterprises (SMEs) focus on weapons and ammunition production
(Roth, 2017). Large military companies are mainly in Italy, France,
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Germany, Poland, Sweden and Spain (SIPRI Databases, 2020). These
countries also hold the majority of defence SMEs, in addition to Austria
and Czech Republic (Roth, 2017). This in turn would provide growing
economic activity and employment in regions with such industries.

Renewable energy and energy efficiency. Renewable energy production
as well as technologies for decentralised energy and increased energy
efficiency experience see businesses opportunities due to increased energy
prices. Regions with strong growth potential in these sectors may see a
positive development. The RePowerEU initiative is another push factor in
this direction, aiming to secure supply, ensure transition and balance energy
prices (European Commission, 2022a).
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Map 1.3

Potential positive regional sensitivities to the war in Ukraine — May 2022
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biomass (JRC 2019), value of arms export licences (COARM 2020),
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2019).
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Exposure assessment describes countries being directly affected by the
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e Agricultural replacement. Ukraine but also Russia have been important
exporters of agricultural products to the EU. Imports from these countries
have shrunk substantially due to the war. In Ukraine production fell and
imports from Russia declined due to sanctions and export restrictions. This
might give opportunities to farmers in the EU, who produce agricultural
goods which were imported from Ukraine or Russia to expand production
or achieve better prices. This regards cereals, mainly wheat, where regions
in countries like France, Germany, Poland and Spain may reap the benefits
first (Eurostat, 2021).

e Other product replacement. In the same way, we may also see other
products which previously were imported from Ukraine or Russia being

replaced by increased production in the EU.

Table 1.4 Potential positive index

Composition of the potential positive index: short-term

Topic Exact indicator | Source Year of | Scoring Weight
publication

Energy Energy intensity | EUROSTAT 2020 1
Intensity of GDP in chain | nrg_ind_ei

linked volumes.
Solar energy | Potential JRC 2019 1
potential production  of | “ENSPRESO -
production solar energy, in | SOLAR - PV and

GWh/km2, Ccsp”
Wind energy | Potential JRC 2019 A 1
potential production  of | “ENSPRESO - E::E 'dni(\j/'isztgr i:?;’
production onshore  wind | WIND - th teqories based
(onshore) energy, in | ONSHORE and ree categories base

GWhikm. OFFSHORE” an e g
Potential Potential JRC 2019 i‘)l’e(;‘?‘ge- d Hi IHOW' 0,3
energy production  of | “ENSPRESO - Mi dlltjjrrnn agove:g 'the
production energy from | BIOMASS” interval between the
from biomass | biomass, in

GWh/Km2. EU average and +/-
Value of arms | Value of arms | COARM 2020 zg:fiati:r:? S 1
export licences | export licences | b Value of —  STDEV —

(in Euros) per | export licences X——— X+

EU member | (Euros) ST-‘;EV _

state of origin. :
Share of | Percentage of | CORINE Land | 2018 :B(\)szr t;freszecz)llcc)i\ﬁv the 1
agricultural land dedicated | Cover (CLC) —  ST.DEV
land to use in | 2018 A ==

agriculture, High is above the

calculated based upper threshold:

on each > X 4 STDEV

NUTS2’s total 2

land size, and

the sum of the

size of all land

dedicated to

agriculture  in

each NUTS2

region.
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1.3 Conclusions

Both the COVID-19 pandemic and the war in Ukraine affect regions in the EU
differently, risking increased regional disparities and challenging EU cohesion.
The COVID-19 pandemic shows a rough North-South pattern which increases the
disparities left by the 2008 financial crisis. Looking just at the economic impact
in 2020, Italy, large parts of Spain, many French regions, as well as regions in
Greece, Portugal, and Austria faced the highest levels of restrictions and decline
in regional GVA.

The war in Ukraine on the other hand shows a rough East-West pattern. From
Finland in the North to Greece in the South, almost all regions in countries along
the eastern border of the EU and in Czechia show high sensitivities. While only a
few metropolitan areas mainly in Germany do, e.g. Berlin, Frankfurt and Munich.

The fact that most Greek regions are highly affected by both the pandemic and
the war in Ukraine is striking. In particular as they already were highly affected
by the 2008 financial crisis.

Both the pandemic and the war in Ukraine have led to disruptions to global supply
chains leading to shortages of products and increasing prices. During the
pandemic the most prominent examples related to medical equipment and for the
war in Ukraine to agricultural products. In addition there are also deficiencies in
materials needed for industrial production, such as palladium and neon (European
Commission, 2022b). However, a wide range of other goods have also
experienced disrupted supply chains.

Going beyond these rough geographical patters, in both cases people and
households with low income or at risk of poverty are more affected than higher
income groups. Furthermore, it also appears that the tourism industry and
subsequently, tourist destinations are also taking a particular hit. For many tourist
regions the war in Ukraine the recovery and final upswing expected for the 2022
summer season may be at risk.

The war in Ukraine has once again presented the EU with a common enemy which
strengthens solidarity between member states. This question remains whether this
solidary in times of crisis brings member states and people in the EU closer
together or temporarily glosses over conflicts and divides. In the latter case, these
divisions — e.g. on the rule of law and the path to carbon neutrality — risk returning
and being much stronger when the immediate crisis is over. In this way, the impact
of COVID-19 and the war in Ukraine might become fundamental to the EU.
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Beyond the direct impact on the EU, both crises have global effects and some of
these lead to secondary impacts on the EU. In the pandemic, congestions at ports
in China delayed deliveries of goods to Europe. The war in Ukraine has led to
rising food prices and shortages which are expected to affect food security in the
Middle East and Africa, potentially leading to increased numbers of refugees
fleeing to Europe.

Both crises have taught us the importance of resilience and the capacity to act in
the face of unexpected events and wildcards. In this context territorial differences
in capacities to absorb (mitigate), adapt and transform are essential.

These capacities are closely linked to resilience and the ability to deal with
uncertainty. Resilience is the ability of a system to ‘bounce-back’ or return to its
pre-shock position. However, in a foresight and future-oriented context, resilience
concerns the ability to reorganise rather than to ‘bounce-back’, to avoid standing
empty handed.® This links to a debate about an ‘imaginary crisis’ and the need to
move from ‘what is’ to ‘what if’, to create the future we want.

As we pointed out in last year’s input to the EU Barometer, knowledge, foresight
and adaptive capacity only help if there is a willingness to transform. This goes
together with a shared vision of a desirable future responding to changing
circumstances. Overcoming societal inertia could result from a shock which
would be an opportunity for long-term strategic change. (Béhme, Lier, et al.,
2021).

3 https://steadyhq.com/en/spatialforesight/posts/75c41b20-24f2-4593-8b08-532d1c9fb857

32



2 Effects of EU emergency, recovery and
resilience measures

The two EU major policy responses to the COVID-19 crisis have been the RRF
and additional flexibility given to Cohesion Policy.

On one hand, the majority of NRRPs have been assessed by the Commission and
endorsed by the Council. The design and implementation of investments and
reforms have started, as well as pre-financing and first disbursements.

Cohesion Policy Operational Programmes (OPs) have been updated since CRII
and CRII+ packages were put in place, introducing exceptional measures
modifying the implementation rules for European Regional Development Fund
(ERDF), European Social Fund (ESF) and Cohesion Fund OPs.

Other measures, such as the temporary frameworks for State aid and public
procurement, as well as the introduction of REACT-EU, have been adopted to
support member states dealing with the socio-economic crisis triggered by the
pandemic.

This chapter will assess the role of EU policy response measures in the economic
recovery of EU regions by analysing:

e The state of NRRP implementation in terms of procedural and financial
performance. Moreover, the analysis will take into account the sectors
where NRRP investments are concentrated to predict where the impacts
will be most likely.

e The involvement of LRAs in preparing and implementing the NRRPs.

e The measures in response to the COVID-19 pandemic implemented by
ERDF, ESF and Cohesion Fund OPs. These measures have a twofold aim:
to fuel liquidity to the private sector (supporting SMEs) and to public
authorities for health expenditure and to simplify adaptation of OPs to the
emergency.
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2.1 NRRP procedural and financial performance

According to articles 19 and 20 of the RFF regulation, each NRRP should be
assessed by the EC considering relevance, efficiency, effectiveness, and
coherence. Subsequently, on a proposal from the EC, the Council should approve
the NRRP via an implementing decision.*

To date, 24 NRRPs have been approved by the Commission and adopted by the
Council. These account for EUR 291 billion in 